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KEY ECONOMIC INDICATORS 


PRODUCTION & EMPLOYMENT 1982 1983 1984 % CHANGE 
GDP, current prices (J$M) 5,842 6,897 9,368 Sa 
GDP, constant prices ('74 J$M) 1,893 1,931 1,924 - 0. 
Per capita GDP, current (J$) 2,633 3,048 4,079 33. 
Per capita GDP, constant ('74 J$) 853 853 838 a 
GDP, current prices (US$M) 3,282 5.270. 2.376 -33. 
GDP, constant prices (US$M) 1,063 999 488 -51. 
Per canita GDP, current (US$) 1,4... 1.57? 1,025 -34. 
Per capita GDP, constant (US$) 479 44] 213 
Total employment (October, 000s) 711 723 724 0. 
Unemployment rate (October) 27.98 %86.74%,° 25.42 yi 





Wen MwOHWOCO HCO 


OUTPUT OF MAJOR PRODUCTS (000s of tons) 

Bauxite S,378 §67,663 3,937 16.3 
Alumina 1,758 1,851 1,749 - 5. 
Cement 235 273 257 - 5. 
Sugar 192 195 182 - 6. 
Bananas (exports) 22 23 1] 





MONETARY DATA 

Change in C.P.I. (December) 6.5 3.7 §6StzZ 
Change in GDP deflator 9.6 14.2 36.4 
Money supply (December 31, J$M) 729 884 1,012 


BALANCE OF PAYMENTS & TRADE 

Net foreign exchange reserves (US$M) -836 -1,216 -1,011 
Gross external debt (US$M) 2,740 aueto Sea 
Annual external debt service (US$M) 398 477 395 
Balance on current account (US$M)* -388 -355 -280 





-Exports (f.0.b.) (US$M) 769 686 745 
---Traditional (US$M)/(1) 603 521 591 
---Non-traditional (US$M)/(2) 143 152 140 


--U.S. share of exports 32% 34% 487%, 
--Major exports to U.S. (US$M) 

---Alumina 344 316 
---Bauxite 170 112 
---Foodstuffs 10 21 





-Imports (c.i.f.) (US$M) 
--Major imports (US$M) 
---Fuel 


---Machinery and transport equip. 


---Manufactured goods 
---Foodstuffs 
---Chemicals 


--U.S. share of imports 
--Major imports from U.S. (US$M) 
---Manufactured goods 


---Machinery and transport equip. 


-~--Foodstuffs 
---Chemicals 


TOURISM 
Total visitors (000s) 
Hotel room occupancy (average) 


1982 - US$l=J$1.78 
1983 - US$1=J$1.93 (Average) 
1984 - US$1=J$3.94 (Average) 


* Provisional 
pp - Percentage point 


1982 
1,376 


416 
236 
258 
219 
154 


35% 


133 
112 
98 
84 


670 
53.3% 


1983 


1984 % CHANGE 





1,281 


399 
216 
245 
197 
136 


40% 


130 
111 
108 

74 


783 
58.6% 


1,183 I 


395 
195 
240 
196 
116 


46% 


132 
110 
132 

63 


844 
60.4% 


(1) Includes items such as bauxite, alumina, sugar, bananas, citrus, 
coffee, cocoa, pimento, rum, and gypsum. 


(2) Includes vegetables, fruits, food products, beverages and tobacco, 
cut flowers, foliage, apparel, and other domestic exports. Items 
falling under this category benefit particularly from CBI and 80/ 


regulation. 





ECONOMIC TRENDS REPORT 


SUMMARY 


BACKGROUND: After achieving an average growth rate of two percent 
during the period 1981-83, the Jamaican economy slid slightly by 0.4 
percent in 1984 as a result of a 50-percent depreciation of the 
Jamaican dollar, restrictive fiscal and monetary measures 
implemented within the framework of the IMF stand-by agreement, 
unfavorable external market conditions and underlying structural 
problems. Tourism and agriculture were the only major sectors which 
experienced growth during the year. Investment declined by 
approximately 5-6 percent during fiscal year 1984/85 (April-March). 


Inflation as measured by the consumer price index nearly doubled 
to 31.2 percent in 1984 and is estimated to have increased by 
another 14.8 percent during the first half of 1985. Unemployment 
declined marginally from 26.7 percent in October 1983 to 25.4 
percent in October 1984. 


The overall budget deficit was substantially reduced 
from 17.7 percent in 1983/84 to 7.2 percent of GDP in 1984/85. The 
balance of payments (BOP) improved significantly from an overal] 
deficit of US$289.1 million in 1983 to a surplus of US$224.3 million 
in 1984. 


In an effort to move to a more market-oriented economy, the 
government has further liberalized the import licensing regime. 
Effective April 17, 1985, import licensing was abolished for all but 
a limited number of commodities. 


Total exports of merchandise goods, which increased by 8.6 
percent in 1984, declined by 32.1 percent during January-June 1985 
compared to the corresponding period of 1984. Imports fell by 7.7 
percent in 1984 and increased by 4.7 percent in the first six months 
of 1985. 


Jamaica continues to receive the strong financial backing of the 
IMF, World Bank, AID, and other international donors and lenders. 
This support included an SDR 115-million IMF drawing for the period 
April 1, 1984 to March 31, 1985; pledges from international donors 
of US$296 million; further rescheduling, of US$70 million, by the 
Paris Club of official lenders; and another rescheduling of all 
repayments, estimated at US$96.5 million, due commercial banks. 





OUTLOOK: Gross domestic product in the Jamaican fiscal 
year which began April 1 is projected to decline by three 
to five percent. Contraction in the bauxite/alumina 
industry and continued restrictive fiscal and monetary 
measures will have a negative effect on trade, income, and 
private consumption. However, increased activity in 
agriculture should offset partially the loss of revenue 
from the bauxite/alumina sector. Tourism is expanding at 
a slower pace than initially projected due to the adverse 
effects of the January protests against increased prices 
for gasoline and other petroleum products. Growth in the 
manufacturing sector is being curtailed by the credit 
Squeeze and increased costs of imports resulting from the 
depreciation of the Jamaican dollar. Devaluation has been 
the government's leading policy instrument to restructure 
the economy. The government can be expected to continue 
its tight fiscal and monetary policies as part of the 
structural adjustment program. Early next year it is 
likely to implement tax reforms designed to bring the 
present tax system into line with the objective of 
achieving stable economic growth through private 
sector-led, export-oriented development. 


Improvement in the BOP remains a priority of the 
government. Prospects are bleak in 1985 as exports are 
expected to decline with the continued contraction in the 


bauxite/alumina sector. Over the long term the Caribbean 
Basin Initiative, which provides duty-free access to the 
US market for 12 years, and the Lome Convention, which 
provides access to the European Common Market, should 
stimulate production in manufacturing and non-traditional 
export crops, taking advantage of lowered production costs 
stemming from depreciation of the Jamaican dollar. 


INVESTMENT CLIMATE : The Government of Jamaica actively 
promotes foreign investment and recognizes its importance 
in facilitating economic recovery. Jamaica National 
Investment Promotion Ltd. has been established by the 
Prime Minister to assist potential investors. The 
Department of Commerce, Eximbank and OPIC support US 
business activity in Jamaica, especially where geared to 
increasing US exports. In addition, the Embassy's Foreign 
Commercial Service Office and Economic section stand ready 
to assist US firms. END SUMMARY. 





PART A: CURRENT SITUATION AND TRENDS 


ECONOMIC PERFORMANCE 


In financial year 1984/85 real GDP registered a 
0.7-percent decline. The unexpectedly swift downturn in 
the bauxite/alumina sector, the country's major foreign 
exchange earner, has hampered the efforts of Prime 
Minister Seaga's government to turn the economy around. 
Tight monetary and fiscal policies have caused significant 
hardships for importers and producers for the domestic 
market. Rising prices have greatly reduced the real 
purchasing power of those whose incomes have not kept pace 
with the increases in the cost of living stemming from 
continuing depreciation of the Jamaican dollar. Inflation 
as measured by the consumer price index (CPI) was 31.2 
percent during 1984, the second highest rate registered 
during the last 10 years. There may be some abatement in 
1985. During the first six months the CPI rose by 14.8 
percent compared to 20.1 percent over the corresponding 
period of 1984. 


According to preliminary estimates, the current 
account of the balance of payments for financial year 
1984/85 showed only marginal improvement over 1983/84. 
The failure of the current account to achieve the target 
figure was largely due to major shortfalls in earnings 
from bauxite/alumina exports and tourism, while imports 
declined only marginally, by one percent, compared to 
1983/84. Bauxite/alumina exports, traditional 
agricultural exports (coffee, cocoa, sugar, bananas, rum 
and pimento), and exports to CARICOM declined by 13 
percent, while non-traditional exports to other markets 
increased by 57 percent. Earnings from tourism were 
US$246 million, 18.5 percent lower than the target due to 
the negative image of Jamaica in the United States and 
Canada engendered by the gasoline price hike 
demonstrations in January. 


The capital account exhibited a significant 
improvement of US$504.9 million at the end of FY 1984/85 
compared to -US$6.5 million in FY 1983/84. Net public 
capital inflows amounted to US$387.1 million, financed by 
the IMF, World Bank, USAID, and commercial banks. Net 
private capital inflows rebounded from -US$202 million in 
FY 1983/84 to US$160.8 million in FY 1984/85. Influenced 
by strong net capital inflows, gross international 
reserves went from a deficit of US$448 million in 1983/84 
to a surplus of US$497 million in 1984/85. 





Bauxite/alumina: Bauxite production (crude bauxite and 
bauxite processed locally into alumina) in the first six 
months of 1985 declined by 42 percent, to 3.1 million 
tons. Crude bauxite shipments amounted to 1.1 million 
tons, compared to 3 million tons for the same period in 
1984. The closure of Reynolds Jamaica Mines and the 
cessation of shipments under the stockpile agreement to 
the U.S. General Services Administration were primarily 
responsible for the dramatic reduction. Exports of 
alumina declined by 14.7 percent from 0.95 million tons to 
0.82 million tons in the first half of 1985. Closure of 
Alcoa's Clarendon alumina plant in February was the 
principal reason for this decline. 


Total bauxite production for 1985 is projected at 6.11 
million tons, representing a decline of 31.7 percent from 
last year. Bauxite ore exports are expected to decline by 
46.3 percent to 2.45 million tons and alumina exports by 
12.3 percent to 1.5 million tons. A major alumina 
refinery, ALPART, shut down in August. The Jamaican 
Government took over Alcoa's refinery under lease in April 
and has recently started production under Alcoa 
management. Output from the plant is expected to be about 
150,000 tons of alumina during the second half of 1985. 
Foreign exchange inflows from the bauxite/alumina industry 
this year are estimated at US$150 million, a decline of 
31.9 percent over 1984. 


Agriculture: Agriculture was Jamaica's leading growth 
sector in 1984, expanding by 10 percent and contributing 
8.8 percent of total GDP. Production of crops for the 
domestic market totaled 515,000 short tons, up 22.8 
percent compared to 1983. The largest gains occurred in 
vegetables, ethnic crops and cereals. During the first 
half of 1985, output of domestic food crops declined by 
6.5 percent to 268,000 short tons compared to the same 
period in 1984. The decline can be attributed to high 
costs of inputs and planting materials, drought 
conditions, and marketing problems. Over the last few 
months farming has been badly hit by prolonged drought and 
heavy winds which have eroded top soil. 


Among major traditional export crops, the value of 
Sugar exports during the first six months decreased by 
29.5 percent to US$39.7 million while exports of bananas 
increased by 41.4 percent to US$1.4 million. According to 
the Sugar Industry Authority, the government body 
responsible for marketing of sugar, production of sugar 
during 1985 crop year amounted to 207,000 long tons, an 





increase of 7.3 percent over 1984. The decision to allow 
a management team from the British company Tate and Lyle 
to operate two government-owned sugar factories is largely 
responsible for the increased production. 


Under the government's structural adjustment program, 
the state-owned banana company was terminated. Buying and 
selling of bananas and inputs for production has been 
transfered to a newly formed company called Banana 
Exporting Compan: (BECO) under the control of producers. 
In the case of coffee (except for Blue Mountain Coffee 
sales to the Japanese market) discussions are being held 
concerning deregulation of the industry by allowing 
private individuals to find their own markets rather than 
being required to sell to the Coffee Industry Board. The 
only proviso would be that growers must satisfy certain 
quality requirements. A minimum level of 6,000 boxes may 
be set for coffee producers to secure grower/exporter 
status. 


To implement the structural adjustment program, a 
number of major programs, projects and institutional 
changes were undertaken in 1984. Among these activities 
was the food self-sufficiency program. The Agro 21 
program (including food self-sufficiency) with 
responsibility for transformation and modernization of the 
agricultural sector is targeted to generate employment for 
approximately 109,000 persons and earn or save the 
equivalent of approximately J$932 million in foreign 
exchange by 1987/88. In 1984, the program generated an 
estimated 6,000 jobs and foreign exchange earnings of 
about US$5.3 million. In order to revive production of 
domestic crops, a number of incentives were introduced in 
May 1985. These include (a) imposition of substantial 
import duties (from 40 percent to 95 percent) on most 
non-basic agricultural products such as pork and beef, 
chicken parts (excluding necks and backs), red peas, and 
onions and (b) exemption of certain items such as basic 
tools, fencing, fertilizer and animal feed from stamp duty. 


Grains Jamaica Ltd, one of Agro 21's largest projects 
embracing more than 3,000 acres, will begin operations in 
the next few weeks. This project is a joint venture 
between a US company, which will hold 49 percent of the 
shares, the Jamaica Commodity Trading Company (JCTC) and 
National Investment Bank of Jamaica. Under this project 
small farms have been contracted to grow 500 acres of 
rice, 600 acres of winter vegetables, 1,000 acres of corn, 
500 acres of peanuts and 300 acres of fruit crops. The 





government recently announced the formation of a joint 
venture of US and Jamaican concerns to grow winter 
vegetables and grains on land in Bernard Lodge sugar 
estate. The winter vegetable sector, however, has 
suffered setbacks with the closing of Grace Kennedy's 
Halse Hall operations and the failure of Jamaica Fresh 
Produce due to operational losses. The Jamaican 
government has expressed confidence that these closures 
will not diminish the overall vitality of the winter 
vegetable sector. 


Manufacturing : Output in the manufacturing sector grew 
by 10.9 percent during the first quarter of 1985 over the 
final quarter of 1984. Liberalization of import 
licensing, access to the Export Development Fund (EDF) and 
other credit arrangements for productive purposes and 
increased export performance in the sector led to 
increased levels of export production. However, this 
momentum was not sustained during the second quarter, when 
production in the second quarter declined by 12.8 

percent. The general strike called by the trade unions in 
June was in part responsible. Supply bottlenecks, 
unavailability of foreign exchange, difficulties in 
obtaining credit, increased taxes and interest rates, and 
depreciation of the Jamaican dollar are likely to hamper 
production for the rest of the year. On the demand side, 
production will be affected by low domestic demand and 
protective measures of certain CARICOM partners. Exports 
of manufactured goods during the first six months of 1985 
totaled US$86 million, a 7.1-percent increase over the 
same period in 1984. Behind the increase were improved 
competitiveness due to the devaluation, strong market 
promotion of beverages, tobacco products, fuel oil, and 
the expanding market under the 807 program. The number of 
investment projects in manufacturing grew by 65 percent, 
from 26 new projects in January-June 1984 to 43 new 
projects in January-June 1985. 


Tourism: During January-August 1985 total visitor 
arrivals increased by 1.3 percent to 613,300. A 
15.9-percent increase in cruise passenger arrivals was 
largely responsible. Stop-over visitors, who spend more 
badly needed foreign exchange declined by 4.6 percent to 
421,000 as a result of unfavorable overseas publicity 
following the January demonstrations over fuel price 
increases. Average hotel room occupancy rate was 55 
percent, compared to 63.7 percent during the same period 
in 1984. The Jamaica Tourist Board expects only a 
marginal increase in stop-over visitors in 1985. Foreign 





exchange earnings from tourism are projected to reach 
US$410 million during the current year, compared with 
US$407 million earned in 1984. 


CURRENT FINANCIAL SITUATION 





The first half of 1985 saw a continuation of the GOJ's 
restrictive demand management policies designed to ease 
pressure on the exchange rate. The government's main 
policy instruments to reduce the demand for foreign 
exchange and thereby improve the balance of payments were 
increases in stamp duties on imports, tightened credit 
restrictions, floating of the exchange rate and increases 
in interest rates. 


The liquid asset ratio for commercial banks was raised 
to 48 percent in April 1985 from 40 percent last year. 
The commercial bank cash reserve ratio was increased to 20 
percent in July 1985 compared to 10 percent a year 
earlier. A five-percent cash reserve requirement for 
nonbank financial intermediaries was introduced in 
mid-July. The bank rate was increased four times, moving 
from 13 percent in April 1984 to 21 percent in April 
1985. The rediscount rate (except for exporters) jumped 
from 15 percent in March 1984 to 21 percent in March 
1985. In order to attract foreign and Jamaican capital 
from overseas and encourage savings, the minimum interest 
rate on savings deposits was increased to 20 percent in 
May 1985. This compares to an 1l-percent rate a year 
earlier. 


During the past year several changes have been made in 
the operation of the foreign exchange auction. During FY 
1984/85 the government purchased a total of US$533.4 
million from the commercial banks. Under the auction 
system about US$240.6 million of that sum was used for 
debt repayment, oi], Export Development Fund, arrears and 
trade credits. With US$292.8 million in purchases from 
the commercial banks and US$9.2 million from the BOJ's own 
funds, a total of US$302.0 million was supplied to the 
auction. According to the Bank of Jamaica, foreign 
exchange supplied to the auction for the FY 1984/85 
satisfied 87 percent of total qualified demand. Despite 
several changes made to address the problems of increased 
demand on the one hand and reduced supply of foreign 
exchange on the other, the exchange rate depreciated 
relentlessly throughout the year. During FY 1984/85 the 
Jamaican dollar fell by 38.9 percent, and by October 25, 
1985 the exchange rate reached J$6.40 equals US$1.00. 





External public debt at the end of March 1985 amounted 
to US$3.4 billion, equivalent to 158 percent of GDP. 
Interest payments on foreign debt amounted to 20 percent 
of exports of goods and services or 13 percent of GDP in 
1984/85. 


On July 17, 1985, the IMF approved a new 22-month 
stand-by agreement with the GOJ for SDR 115 million, of 
which SDR 41.6 million will be available this fiscal 
year. However, over the same period Jamaica is scheduled 
to repay some SDR 220.5 million in tranche drawings and 
Compensatory Fund Financing, or SDR 105.5 million more 
than total drawings. The new program calls for a further 
tightening of demand management policies and continued 
reliance on a flexible exchange rate system, coupled with 
continued structural change and economic diversification. 
In addition the government received pledges of US$296 
million in concessional loans from bilateral donor 
countries. The government also succeeded in negotiating 
the rescheduling of US$193.4 million in debt repayments 
this year from the commercial banks, and Paris Club and 
non-Paris Club official creditors. These debts have been 
rescheduled over the next ten and a half years, with grace 
periods ranging from three to five years. 


According to FY 1985/86 budget estimates, the 
government's gross expenditures will increase by 42.4 
percent to J$4.7 billion, of which recurrent expenditure 
accounts for J$3.3 billion and capital spending for J$1.4 
billion. Government revenue has been budgeted at J$2.99 
billion, an increase of 36.8 percent over revenue 
estimates in 1984/85. The most significant development on 
the revenue side is that the recently introduced 
additional stamp duties on imports are expected to raise a 
total of J$283 million or 2.8 percent of GDP. 


Labor Force and Employment : Jamaica's unemployment rate 
in October 1984 was 25.4 percent, a decline from the 26.7 


percent registered last year. This reduction was the 
result of a 1.4-percent decrease in the labor force to 
971,400. One factor accounting for this decline is a 
recent increase in emigration. 


The unemployment rate for men has remained around 16 
percent over the last three years. Women, who comprise 
46.5 percent of the total labor force, account for 66.9 
percent of total unemployed. Some 36.5 percent of all 
women are unemployed. Youth also account for a 





disproportionate number of the unemployed. About 30 
percent of the labor force is in the 14 to 24 age group. 
In October 1984 58.6 percent of 14- to 24-year old males 
and 48.1 percent of females in the same age group were 
unemployed. 


A large proportion of these unemployed workers are 
poorly trained and have little experience. The majority 
turn to self-employment. The rate of unemployment among 
job-seekers in October 1984 was 12.7 percent, a decline 
from 13.4 percent in October 1983. 


Foreign Trade : 


In the first half of 1985 exports fell by 32.1 percent 
<to US$299.6 million) as compared to January-June 1984. 
The fall in exports of bauxite (66.7 percent) and alumina 
(44.5 percent) accounts for much of the decline. Imports 
increased by 4.7 percent to US$588.6 million. A rise in 
fuel oi] imports was mainly responsible. 


Imports from the United States in the first six months 
of 1985 declined by 8.4 percent to US$244.3 million, and 
exports to the United States declined by 48.6 percent to 
US$114.8 million as a result of the downturn in 
bauxite/alumina shipments. 


Trade with CARICOM countries continued to decline in 
1984 and into the first half of 1985. Imports from the 
CARICOM region fell by 46 percent to US$13.1 million and 
exports by 21 percent to US$19.4 million in the first six 
months of 1985 compared to the corresponding period in 
1984. As part of the government's deregulation efforts 
import licensing for all but 76 items was abolished 
effective April 17, 1985. However, since then there have 
been several items put back on the licensing list in 
response to calls by producers to curtail competition. 
Items remaining on the licensing list include motor 
vehicles, basic foodstuff, fertilizers provided by 
bilateral aid programs, restricted drugs and medicines, 
and firearms and explosives. Also in April additional 
tariffs (stamp duties) were imposed on imports -- an 
additional 10 percent on raw materials, 20 percent on 
capital goods, and 30 percent on consumer goods. Imports 
of basic foods, fertilizers and other agricultural inputs, 
imports from CARICOM, and imports of raw materials used 
for exports are exempted from these duties. 


ECONOMIC PROSPECTS 


Real GDP is expected to decline by about four percent 
in 1985/86, and exports will likely fall. The outlook for 





1986/87 is almost equally gloomy. There will be continued 
austerity and a continued need for extensive support from 
multilateral and bilateral donors. Restructuring and 
deregulation of the economy will remain the basis of 
Seaga's economic strategy. Tight monetary and fiscal 
policies will likely impose still greater burdens on the 
productive sector and eventually consumers, further 
lowering the standard of living. Inflation is projected 
at 23 percent in 1985/86 and 13 percent in 1986/87, taking 
into account increased costs of imports and production in 
Jamaican dollar terms and the government's deregulation 
policy, including the recent gradual removal of most price 
controls. 


A reduction in imports can be expected as the economy 
adjusts to the depreciation of the Jamaican dollar, 
additional stamp duties on imports, tightening of credit 
policies and conversion from oil to other energy sources 
in a number of industrial facilities. On the other hand, 
the expected further depreciation of the Jamaican dollar 
will enhance the growing potential of non-traditional 
exports such as ethnic crops, flowers, and light 
manufactures, as well as apparel assembly under the 807 
program. Exports to CARICOM will continue to stagnate due 
to economic difficulties in the region. The current 
account deficit is expected to decrease only marginally 


from 12.3 percent of GDP in 1984/85 to 11.5 percent in 
1985/86, but is expected to fall to 7 percent of GDP in 
1986/87. 


Prospects for the bauxite/alumina industry for the 
next two years do not look good. Continuing cutbacks in 
North American smelting capacity do not bode well for the 
local industry, which has already seen the closure of 
Alcoa's Clarendon plant and the ALPART plant in the past 
eight months. Foreign exchange inflows from the 
bauxite/alumina industry are projected at US$137 million 
in 1985/86, compared to US$211 million in 1984/85. 


Tourism can be expected to grow at a slower pace than 
initially projected for 1985. Sensationalist reporting in 
North American and British media on the January 
demonstrations damaged the country's image in its major 
tourist markets at the height of the tourist season. The 
number of stop-over visitors during the winter season 
starting in mid-December and ending in April amounted to 
229,152, 17-percent below the targeted figure. However, 
promotional activities, such as tours for travel editors 
and agents mitigated some of the adverse publicity. Price 
reductions in hotels and tour packages also helped the 
industry to rebound slightly. 





Agricultural production in 1985 will continue its 
steady growth although drought and strong winds adversely 
affected farming during the second quarter of the year. 
Major efforts have been undertaken by the Ministry of 
Agriculture to increase export production to take 
advantage of the CBI. Agro 21 has recently launched a 
rice and corn growing project. By the end of the program 
in 1989 Jamaica should be able to save US$14.66 million 
annually through production of rice and US$20 million 
yearly by producing corn and sorghum for animal feed. The 
government's restructuring and divestment program in the 
agricultural sector is aimed at improving efficiency and 
increasing production. The removal of subsidies on the 
prices of imported foodstuffs should also enchance the 
competitiveness of domestic agricultural products. 


In its effort to revitalize the economy and improve 
the climate for private investment, the government will 
continue to provide incentives to the manufacturing sector 
under the Industrial Incentive Act and the Export Industry 
Encouragement Act in order to increase exports outside the 
CARICOM region. However, significant increases in private 
investment will depend on the availability of foreign 
exchange and credit, and both will likely remain in short 
supply. Further, the government will continue its policy 
of leasing publicly owned commercial assets and reduce the 
scope of public sector involvement. 


The overall fisca policy aims at reducing the central 
government deficit to six percent of GDP in 1985/86 and 
four percent of GDP by 1986/87, a major portion of which 
will be financed from external sources, including 
rescheduling. Proposed budgetary cuts are likely to 
restrain economic expansion further. 


PART B: IMPLICATIONS FOR THE UNITED STATES 





The US commitment to Jamaica's economic recovery, 
security and stability is based on proximity, significant 
trade and investment relationships, foreign policy, and a 
common interest in democratic practices. Over the past 
four years US assistance has been increasingly oriented 
towards helping US firms take advantage of the wide range 
of business opportunities in the country. The CBI, which 
went into effect January 1, 1984, should over time help 
Jamaica develop a substantial non-traditional export 
sector, attract new investments, and expand trade with the 
United States. 





EXPORT OPPORTUNITIES: 


The United States continues to be Jamaica's major 
trading partner, accounting for 45.7 percent of Jamaica's 
imports in 1984. Although import licensing has been 
reduced, US exports to Jamaica in 1985 will fall off due 
to Jamaica's shortage of foreign exchange. Nevertheless, 
there should be continued demand for agricultural 
machinery, fertilizers, food processing equipment, grading 
and packaging equipment, chemicals for the pharmaceutical 
and cosmetics industries, and basic foods such as cereals, 
meat, fish and dairy products. In addition there will be 
markets in Jamaica for capital goods and spare parts for 
almost every industry in Jamaica. 


Jamaica has qualified as an eligible site for Foreign 
Sales Corporations (FSCs). The FCS program offers 
attractive benefits for US exporting companies. A FSC is 
a foreign corporation not located in the US customs zone 
that is allowed to earn some tax-exempt income on its 
exports from the United States. Jamaica exempts FSC 
operations from income tax, all duties, and taxes and 
Surcharges on imports of equipment. Other benefits 
include a special window to the Bank of Jamaica for 
foreign exchange to reduce any difficulties in remitting 
profits in hard currency. To date 386 companies have 
registered under the FSC program in Jamaica. 


In US FY 1986, the US Government will provide US$94 
million to the GOJ in the form of loans (US$75.2 million) 
and grants (US$18.8 million) to assist in the structural 
adjustment program and other activities necessary for 
sustained growth. About US$65 million in loans will be 
provided as balance-of-payments assistance to enable the 
importation of goods and equipment under the Economic 
Support Fund. PL-480 Title I assistance for FY 1985 was 
US$40 million. In addition the US Government provides 
financial guarantees to US agricultural exports through 
the Commodity Credit Corporation (CCC). In FY 1986 CCC 
guarantees for Jamaica will be US$60 million. 


IMPORT OPPORTUNITIES: 


In 1984 exports of Jamaican products, especially 
nontraditional agricultural products and garments, 
increased appreciably under the CBI and 807 regulations. 
Light manufactures, furniture and handicrafts are other 
areas of growing importance. 





INVESTMENT OPPORTUNITIES: 


Jamaica is one of the most attractive areas for 
investment in the Caribbean region. The island offers 
potential investors a number of advantages, including 
preferential tariff arrangements with the United States 
under the CBI, with the European Common Market under the 
‘ome Convention, and Canada under GSP. A well developed 
infrastructure and highly trainable and cheap labor force 
are also advantages. 


Jamaica welcomes foreign investment, particularly in 
areas which earn or save foreign exchange, generate 
employment, and utilize local raw materials. The 
government provides a wide range of incentives to 
investors, including remittance facilities, tax holidays, 
and duty-free access for machinery and raw materials 
imported for approved enterprises. To facilitate the 
investment process the Prime Minister has established a 
joint investment committee which will set time frames for 
execution by official entities of specific 
responsibilities in the investment process. The committee 
will be chaired by the Prime Minister and in his absence 
by the Deputy Prime Minister. 


The Kingston Free Zone and the newly established 
Montego Bay Free Zone offer incentives to investors 
producing for export. Garment assembly under 807, light 
manufacturing and data entry are some of the activities 
being undertaken by Jamaican and foreign-owned firms in 
the Free Zones. Among attractive investment 
possibilities, opportunities exist for investment in 
mining of limestone, marble and gypsum, electronics 
assembly, manufacturing of garments, cigars, furniture and 
a broad range of agricultural activities. 


For further information on business opportunities 
contact the US and Foreign Commercial Service Section or 
Economic Section of the US Embassy in Kingston at (809) 
929-4850. 












































